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CONEIDENTIAL STATE 062942 

JOINT STATE-DEEENS. MESSAGE 

E.O. 11652: GDS 
TAGS: GW, MILL EEIN 

SUBJECT: APPROACH TO ERG EOR SETTLEMENT OE RESIDUAL VALUE 
PROBLEM 

1. DURING RECENT WASHINGTON VISIT OE MAJOR GENERAL GROVES, 

CHIEF OF STAFF, HEADQUARTERS USAREUR, AND HOWARD AS;EORD, 
CONEIDENTIAL 

CONEIDENTIAL 

PAGE 02 STATE 062942 

USAREUR POLAD, QUESTION OF RESIDUAL VALUE WAS RAISED IN 
MEETINGS WITH DEPARTMENT AND DOD. 

2. DISCUSSION CENTERED ON THE QUESTION OE SUPPORT WITHIN 
THE USG EOR A "WASH SOLUTION" (CANCELLING OUT GERMAN 
CLAIMS EOR RESTORATION OE OR REPAIRS TO RETURNED PROPERTY 
AGAINST VALUE OE US IMPROVEMENTS THERETO ) AND GENERAL 
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GROVES' BELIEF THAT THE ERG (BOTH FMOD AND MOF) ON BALANCE 
ALSO WOULD FAVOR THIS. 

3. THE QUESTION OF APPROACHING GAO REPRESENTATIVES ON THE 
ISSUE ALSO WAS DISCUSSED, WITH THE CONSENSUS OEING THAT IF 
THE GAO WERE SHOWN THAT A WASH WOULD BE FINANCIALLY 
ADVANTAGEOUS TO THE S GOVERNMENT, ITS SU,PORT MIGHT UELL 
BE FORTHCOMING. THE GAO'S EARLIER VIEW WAS THAT, OVER TIME, 

A DISTINCT ADVANTAGE WOULD ACCRUE TO T 

E USG ON RESIDUAL 

VALUE, SINCE IN THE FEW INSTANCES WHERE THE FRG WANTED VERY 
MUCH TO REPOSSESS A GIVEN ,RO,ERTY, T'E USG RECEIVED A 

GENEROUS SETTLEMENT. IT IS NOW BECOMING CLEAR THAT TIME 
IS NOT ON OUR SIDE: (1) FRG IS LESS INTERESTED IN WHAT 
WE HAVE AND IN MAKING SETTLEMENTS IN OUR FAVOR; (2) OUR 
REPAIR/RESTORATION COSTS WILL CONTINUE TO INCREASE GREATLY. 

4. AS BONN AND USAREUR HAVE ABLY POINTED OUT IN THE PAST, 

A SETTLEMENT IN THE NEAR-TERM APPEARS ADVANTAGEOUS IN 
ANOTHER IMPORTANT WAY. SETTLEMENT OF THIS OLD AND VEXING 
ISSUE WOULD HELP CREATE AN ATMOSPHERE WHEREIN OTHER 
IMPORTANT QUESTIONS CONCERNING ARRANGEMENTS FOR LOGISTICAL 
AND MAINTENANCE SUPPORT OF US FORCES IN THE FRG COULD BE 
MORE FRUITFULLY ADDRESSED. WE ENVISAGE THAT A "WASH 
SOLUTION" WOULD BE OFFERED AS ,ART OF A COMPREHENSIVE 
NEGOTIATING ,ACKAGE UNDER WHICH THE FRG WOULD ASSIST IN 

THE REHABILITATION AND MODERNIZATION OF FACILITIES AND 
MANAGEMENT OF PROPERTY USED BY US FORCES. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 STATE 062942 


5. FOR BONN AND USCINCEUR: WE WOULD AP,RECIATE CURRENT 
EMBASSY AND EUCOM VIEWS ON "WASH " IDEA AS A POSSIBLE SOLU- 
TION, AND ON THE MOST EXPEDITIOUS AND EFFICACIOUS WAY OF 
APPROACHING THE FRG ON THE RESIDUAL VALUE Q;ESTION. 

6. FOR OTHER NATO ADDRESSEES: DO YOU FORESEE ANY ADVERSE 
IMPACT ON RESIDUAL VALUE POSITION (AS APPLICA3LE) ARISING 
FROM SETTLEMENT W,TH FRG AS DESCRI3ED ABOVE? 

VANCE 


CONFIDENTIAL 


NNN 
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EM SECSTATE WASHDC 
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CONEIDENTIAL STATE 062942 

EOL RPT STATE 062942 ACTION USCINCEUR DATED 23 MARCH 77 
QUOTE: CONEIDENTIAL STATE 062942 

EOLLOWING REPEAT STATE 062942 SENT BONN, ALL NATO CAPITALS, 
INEO CINCUSAREUR, CINCUSAEE 22002 IZ MARCH 77 QUOTE: 

CONEIDENTIAL STATE 062942 

JOINT STATE-DEEENSE MESSAGE 

E.O. II652: GDS 
TAGS: GW, MILL LEIN 

SUBJECT: APPROACH TO FRG FOR SETTLEMENT OE RESIDUAL VALUE 
PROBLEM 

1 . DURING RECENT WASHINGTON VISIT OE MAJOR GENERAL GROVES, 
CHIEF OF STAFF, HEADQUARTERS USAREUR, AND HOWARD ASHEORD, 
USAREUR POLAD, QUESTION OF RESIDUAL VALUE WAS RAISED IN 
MEETINGS WITH DEPARTMENT AND DOD. 

CONEIDENTIAL 

CONEIDENTIAL 

PAGE 02 STATE 062942 

2. DISCUSSION CENTERED ON THE QUESTION OE SUPPORT WITHIN 
THE USG EOR A "WASH SOLUTION" (CANCELLING OUT GERMAN 
CLAIMS EOR RESTORATION OE OR REPAIRS TO RETURNED PROPERTY 
AGAINST VALUE OE US IMPROVEMENTS THERETO.) AND GENERAL 
GROVES' RET IFF THAT THE ERG (BOTH FMOD AND MOF) ON BALANCE 
ALSO WOULD FAVOR THIS. 

3. THE QUESTION OF APPROACHING GAO REPRESENTATIVES ON THE 
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ISSUE ALSO WAS DISCUSSED, WITH THE CONSENSUS BEING THAT IF 
THE GAO WERE SHOWN THAT A WASH WOULD BE FINANCIALLY 
ADVANTAGEOUS TO THE US GOVERNMENT, ITS SUPPORT MIGHT WELL 
BE FORTHCOMING. THE GAO'S EARLIER VIEW WAS THAT, OVER TIME, 

A DISTINCT ADVANTAGE WOULD ACCRUE TO THE USG ON RESIDUAL 
VALUE, SINCE IN THE FEW INSTANCES WHERE THE ERG WANTED VERY 
MUCH TO REPOSSESS A GIVEN PROPERTY, THE USG RECEIVED A 
GENEROUS SETTLEMENT. IT IS NOW BECOMING CLEAR THAT TIME 
IS NOT ON OUR SIDE: (I) ERG IS LESS INTERESTED IN WHAT 
WE HAVE AND IN MAKING SETTLEMENTS IN OUR FAVOR; (2) OUR 
REPAIR/RESTORATION COSTS WILL CONTINUE TO INCREASE GREATLY. 

4. AS BONN AND USAREUR HAVE ABLY POINTED OUT IN THE PAST, 

A SETTLEMENT IN THE NEAR-TERM APPEARS ADVANTAGEOUS IN 
ANOTHER IMPORTANT WAY. SETTLEMENT OF THIS OLD AND VEXING 
ISSUE WOULD HELP CREATE AN ATMOSPHERE WHEREIN OTHER 
IMPORTANT QUESTIONS CONCERNING ARRANGEMENTS FOR LOGISTICAL 
AND MAINTENANCE SUPPORT OF US FORCES IN THE ERG COULD BE 
MORE FRUITFULLY ADDRESSED. WE ENVISAGE THAT A "WASH 
SOLUTION" WOULD BE OFFERED AS PART OF A COMPREHENSIVE 
NEGOTIATING PACKAGE UNDER WHICH THE ERG WOULD ASSIST IN 
THE REHABILITATION AND MODERNIZATION OF FACILITIES AND 
MANAGEMENT OF PROPERTY USED BY US FORCES. 

5. FOR BONN AND USCINCEUR: WE WOULD APPRECIATE CURRENT 
EMBASSY AND EUCOM VIEWS ON "WASH " IDEA AS A POSSIBLE SOLU- 
TION, AND ON THE MOST EXPEDITIOUS AND EFFICACIOUS WAY OF 
APPROACHING THE ERG ON THE RESIDUAL VALUE QUESTION. 
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YM FOR OTHER NATO ADDRESSEES: DO YOU FORESEE ANY ADVERSE 
IMPACT ON RESIDUAL VALUE POSITION (AS APPLICABLE) ARISING 
FROM SETTLEMENT WITH ERG AS DESCRIBED ABOVE? VANCE 
UNQUOTE VANCE UNQUOTE CHRISTOPHER 
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66011 

DRAFTED BY:EUR/CE:KKURZE/GHUMPHREY 
APPROVED BY:EUR/CE:KKURZE 

232120Z 062872/45 

O 232007Z MAR 77 
EM SECSTATE WASHDC 
TO USCINCEUR IMMEDIATE 

CONFIDENTIAL STATE 062942 

FOLLOWING REPEAT STATE 062942 SENT BONN, ALL NATO CAPITALS, 
INFO CINCUSAREUR, CINCUSAFE 22002 IZ MARCH 77 QUOTE: 

CONFIDENTIAL STATE 062942 

JOINT STATE-DEFENSE MESSAGE 

E.O. 11652: GDS 
TAGS: GW,MILI, EFIN 

SUBJECT: APPROACH TO ERG FOR SETTLEMENT OF RESIDUAL VALUE 
PROBLEM 

1 . DURING RECENT WASHINGTON VISIT OF MAJOR GENERAL GROVES, 
CHIEF OF STAFF, HEADQUARTERS USAREUR, AND HOWARD ASHFORD, 
USAREUR POLAD, QUESTION OF RESIDUAL VALUE WAS RAISED IN 
MEETINGS WITH DEPARTMENT AND DOD. 

2. DISCUSSION CENTERED ON THE QUESTION OF SUPPORT WITHIN 
THE USG FOR A "WASH SOLUTION" (CANCELLING OUT GERMAN 
CLAIMS FOR RESTORATION OF OR REPAIRS TO RETURNED PROPERTY 
AGAINST VALUE OF US IMPROVEMENTS THERETO.) AND GENERAL 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 STATE 062942 

GROVES' BELIEF THAT THE FRG (BOTH FMOD AND MOF) ON BALANCE 
ALSO WOULD FAVOR THIS. 

3. THE QUESTION OF APPROACHING GAO REPRESENTATIVES ON THE 
ISSUE ALSO WAS DISCUSSED, WITH THE CONSENSUS BEING THAT IF 
THE GAO WERE SHOWN THAT A WASH WOULD BE FINANCIALLY 
ADVANTAGEOUS TO THE US GOVERNMENT, ITS SUPPORT MIGHT WELL 
BE FORTHCOMING. THE GAO'S EARLIER VIEW WAS THAT, OVER TIME, 
A DISTINCT ADVANTAGE WOULD ACCRUE TO THE USG ON RESIDUAL 
VALUE, SINCE IN THE FEW INSTANCES WHERE THE FRG WANTED VERY 
MUCH TO REPOSSESS A GIVEN PROPERTY, THE USG RECEIVED A 
GENEROUS SETTLEMENT. IT IS NOW BECOMING CLEAR THAT TIME 

IS NOT ON OUR SIDE: (1) FRG IS LESS INTERESTED IN WHAT 
WE HAVE AND IN MAKING SETTLEMENTS IN OUR FAVOR; (2) OUR 
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REPAIR/RESTORATION COSTS WILL CONTINUE TO INCREASE GREATLY. 

4. AS BONN AND USAREUR HAVE ABLY POINTED OUT IN THE PAST, 

A SETTLEMENT IN THE NEAR-TERM APPEARS ADVANTAGEOUS IN 
ANOTHER IMPORTANT WAY. SETTLEMENT OE THIS OLD AND VEXING 
ISSUE WOULD HELP CREATE AN ATMOSPHERE WHEREIN OTHER 
IMPORTANT QUESTIONS CONCERNING ARRANGEMENTS FOR LOGISTICAL 
AND MAINTENANCE SUPPORT OP US PORCES IN THE ERG COULD BE 
MORE FRUITPULLY ADDRESSED. WE ENVISAGE THAT A "WASH 
SOLUTION" WOULD BE OPPERED AS PART OP A COMPREHENSIVE 
NEGOTIATING PACKAGE UNDER WHICH THE ERG WOULD ASSIST IN 
THE REHABILITATION AND MODERNIZATION OF FACILITIES AND 
MANAGEMENT OF PROPERTY USED BY US FORCES. 

5. FOR BONN AND USCINCEUR: WE WOULD APPRECIATE CURRENT 
EMBASSY AND EUCOM VIEWS ON "WASH" IDEA AS A POSSIBLE SOLU- 
TION, AND ON THE MOST EXPEDITIOUS AND EFFICACIOUS WAY OF 
APPROACHING THE ERG ON THE RESIDUAL VALUE QUESTION. 

6. FOR OTHER NATO ADDRESSEES: DO YOU FORESEE ANY ADVERSE 
IMPACT ON RESIDUAL VALUE POSITION (AS APPLICABLE) ARISING 
FROM SETTLEMENT WITH ERG AS DESCRIBED ABOVE? VANCE 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 STATE 062942 
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